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Section XI
Glossary of Terms

ACTUARIAL ACCRUED LIABILITY  That portion of the Actuarial Present Value of pension plan benefits
which is not provided by future Normal Costs or employee contributions.  It is the portion of the Actuarial Present
Value attributable to service rendered as of the Valuation Date.

ACTUARIAL ASSUMPTIONS  Assumptions, based upon past experience or standard tables, used to predict the
occurrence of future events affecting the amount and duration of pension benefits, such as:  mortality, withdrawal,
disablement and retirement; changes in compensation; rates of investment earnings and asset appreciation or
depreciation; and any other relevant items.

ACTUARIAL COST METHOD (or FUNDING METHOD)  A procedure for allocating the Actuarial Present
Value of all past and future pension plan benefits to the Normal Cost and the Actuarial Accrued Liability.

ACTUARIAL GAIN OR LOSS (or EXPERIENCE GAIN or LOSS)  A measure of the difference between
actual experience and that expected based upon the set of Actuarial Assumptions, during the period between two
Actuarial Valuation dates.

Note: The effect on the Accrued Liability and/or the Normal Cost resulting from changes in the Actuarial
Assumptions, the Actuarial Cost Method or pension plan provisions would be described as such, not as an
Actuarial Gain (Loss).

ACTUARIAL PRESENT VALUE  The dollar value on the valuation date of all benefits expected to be paid to
current members based upon the Actuarial Assumptions and the terms of the Plan.

AMORTIZATION PAYMENT  That portion of the pension plan appropriation which represents payments made
to pay interest on and the reduction of the Unfunded Accrued Liability.

ANNUAL STATEMENT  The statement submitted to PERA each year that describes the asset holdings and Fund
balances as of December 3l and the transactions during the calendar year that affected the financial condition of the
retirement system.

ANNUITY RESERVE FUND  The fund into which total accumulated deductions, including interest, is transferred
at the time a member retires, and from which annuity payments are made.

ANNUITY SAVINGS FUND  The fund in which employee contributions plus interest credited are held for active
members and for former members who have not withdrawn their contributions and are not yet receiving a benefit
(inactive members).
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Section XI
Glossary of Terms (Continued)

ASSETS  The value of securities as described in Section VIII.

COST OF BENEFITS  The estimated payment from the pension system for benefits for the fiscal year.  This is the
minimum amount payable during the first six years of some Funding Schedules.

EXPENSE FUND  The fund into which the appropriation for administrative expenses is paid and from which all
such expenses are paid.

FUNDING SCHEDULE  The schedule based upon the most recently approved actuarial valuation which sets forth
the amount which would be appropriated to the pension system in accordance with Section 22C of M.G.L. Chapter
32.

GASB  Governmental Accounting Standards Board

NORMAL COST  Total Normal Cost is that portion of the Actuarial Present Value of pension plan benefits which is
to be paid in a single fiscal year.  The Employee Normal Cost is the amount of the expected employee contributions for
the fiscal year.  The Employer Normal Cost is the difference between the total Normal Cost and the Employee Normal
Cost.

PENSION BENEFIT OBLIGATION  The portion of the Actuarial Present Value attributable to past service in
accordance with the Projected Unit Credit cost method as stipulated by GASB Statement Number 5.

PENSION FUND   The fund into which appropriation amounts as determined by PERA are paid and from which
pension benefits are paid.

PENSION RESERVE FUND  The fund which shall be credited with all amounts set aside by a system for the
purpose of establishing a reserve to meet future pension liabilities.  These amounts would include excess interest
earnings.

SPECIAL FUND FOR MILITARY SERVICE CREDIT  The fund which is credited with amounts paid by the
Commonwealth equal to the amount which would have been contributed by a member during a military leave of
absence as if the member had remained in active service of the Commonwealth.  In the event of retirement or a non-
job related death, such amount is transferred to the Annuity Reserve Fund.  In the event of termination prior to
retirement or death, such amount shall be transferred to the Pension Fund.

UNFUNDED ACCRUED LIABILITY  The excess of the Actuarial Accrued Liability over the Assets.


